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Allband Communications Cooperative 
Regulated and Non-regulated Cost Identification Processes 

 
Allband Communications Cooperative is a non-profit corporation that provides regulated 
telephone service.  Allband Multimedia, LLC is a wholly owned subsidiary of Allband 
Communications Cooperative and provides non-regulated services.  Non-regulated 
services provided by Allband Multimedia are identified below.   Each company maintains 
separate accounting books and records.   All personnel that perform work functions for 
both companies are employees of Allband Communications Cooperative.  Pursuant to an 
affiliate agreement, Allband Communications Cooperative provides services, consisting 
primarily of labor, to Allband Multimedia.   Allband Multimedia directly accounts for all 
expenses and revenues associated with their operations, other than the costs associated 
with services provided under the affiliate agreement.  Services provided by Allband 
Communications Cooperative to Allband Multimedia are directly identified or identified 
based on cost allocation procedures.  This document describes the accounting and cost 
procedures that Allband Communications Cooperative utilizes to account for 
investments, reserves, expenses and taxes associated with non-regulated services.  
Additionally, this document explains affiliate transactions between Allband 
Communications Cooperative and Allband Multimedia that support non-regulated 
services provided by Allband Multimedia and the accounting process for those 
transactions.     
 
Both entities are treated under 501(c)12 of the Internal Revenue Service Code and are 
income tax exempt.   
   

Non-regulated Services Provided by Allband Communications Cooperative and 
Allband Multimedia LLC 

 
1. Non-regulated services provided and accounted for by Allband Communications 

Cooperative: 
 

a. Inside Wire – installation, maintenance and repair of customer premise 
inside wire.   

 
b. Long Distance –Allband Communications Cooperative, in 2006, began 

providing Interstate and Intrastate long distance services to customers in 
its service area.  This service is provided on a resale basis – Allband 
Communications Cooperative resells the services of a facilities-based long 
distance carrier. 

 
2. Non-regulated services provided and accounted for by Allband Multimedia LLC: 

 
a. High Speed Internet Services – FTTH Internet services are provided in 

Allband Communications Cooperatives telephone service area.  Allband 
Multimedia purchases DSL/FTTH access lines from Allband 
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Communications Cooperative based on rates and terms contained in the 
NECA Access Services Tariff.  
 

b. Dial-up Internet 
 
c. Telephone systems (Key, PBX, etc.) sales, installation and maintenance. 

 
d. Voice Mail Service and Calling Features 

 
e. Computer/Security equipment sales and service 

 
f. IT Network Design and Consulting  

 
3. Affiliate Services - pursuant to an Affiliate Agreement  (See Exhibit 1), Allband 

Communications Cooperative provides the following services to Allband 
Multimedia: 

 
a. Installation and maintenance of high-speed Internet Service and Dial-up 

Internet 
 

b. Wholesale bandwidth for Internet access 
 

c. Customer service and billing and collection 
 

d. Management and administration 
 
FCC Rules for Assignment of Costs to Non-regulated Services and Affiliate Services  
 
Allband Communications Cooperative accounts for costs associated with providing non-
regulated services in conformance with the FCC Part 64 FCC Rules. These rules govern 
the assignment and/or allocation of costs between regulated and non-regulated services.  
The requirements contained in the rules for small LECs are general guidelines.  In 
assigning costs to regulated and non-regulated activities, carriers must follow these 
principles: 
 

 Tariff services provided to a non-regulated activity will be charged at the tariff 
rates and credited to the regulated revenue account for that service. 

 
 Costs shall be directly assigned to regulated or non-regulated activities 

whenever possible. 
 

 Costs which cannot be directly assigned to either regulated or non-regulated 
are considered common and must be allocated based on the following criteria: 

 
 Common costs should be first allocated based upon direct analysis of their 

origin. 
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 When direct analysis is not possible, common costs should be allocated 

based upon a cost causative linkage or another cost category for which 
direct analysis is possible. 

 
 If neither of the above are possible, the common costs should be allocated 

based upon a general allocator computed by using the ratio of all expenses 
directly assigned or attributed to regulated and non-regulated activities. 

 
Allband Communications Cooperative also accounts for transactions with affiliates in 
accordance with the FCC Part 32 Rules (Uniform System of Accounts).   Generally, the 
FCC Part 32 Rules require that services provided to affiliates be accounted for based on 
fully allocated costs. 

 
Overview of Allband Communications Cooperative’s Procedures for Assignment of 

Costs to Non-regulated Operations 
 
Consistent with the FCC Rules, Allband Communications Cooperative has implemented 
accounting procedures that directly identify or account for the majority of non-regulated 
costs or identify non-regulated costs on a cost-causative allocation basis.   A significant 
portion of the non-regulated investments and related depreciation amounts are used solely 
for non-regulated services and are accounted for directly on the separate books and 
records of the Allband Multimedia affiliate.    A high level summary of the non-regulated 
cost identification process is shown in Table 1 below.      General Support Facility and 
Local Switching Investments of Allband Communications Cooperative, which are used 
jointly for regulated and non-regulated services, are assigned to non-regulated services 
based on special studies.  These studies are discussed in further detail below.   Labor 
related costs are assigned to non-regulated services based on time reporting procedures.   
Such assignments are based on the number of work hours associated with non-regulated 
services reported on employee time sheets.    A portion of the jointly used facility related 
expenses are assigned to non-regulated services based on the assignment of the 
underlying or related investments.  Other categories of costs are assigned to non-
regulated services based on special studies.     All non-regulated costs, identified on the 
basis of assignment or allocation procedures, are removed from account balances prior to 
application of jurisdictional separations procedures.  The procedures for identification of 
non-regulated costs are presented in more detail below. 
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Table 1 – Overview of Non-Regulated Accounting Procedures 

 
 
Category 

Separate 
Accounting 
Records 

Cost Causative Assignment Procedures 
Time 
Reporting 

Related 
Investment 

Special 
Study 

Investments, Reserves and 
Depreciation Expense 

    

 -Voicemail X    
 -Land  X   X 
 -Buildings  X   X 
 -Motor Vehicles    X 
 -Tools & Oth Wk. Eq.    X 
 -Furniture    X 
 -Office Equipment    X 
 -Computers    X 
Service Related Expense      
 -Term Equipment I&R.  X   
 -Voice Mail  X   
 -Long Distance  X   
 -Internet  X   
 -Security Equipment  X   
 -IT Consulting  X   
 -Computer Sales and Repair  X   
Facility Related Exp.     
 -Buildings   X  
 -Motor Vehicles  X   
 -Tools & Other Wk. Eq.  X   
 -Furniture   X  
 -Office Equipment   X  
 -Computers   X  
Other Expenses     
 -Billing and Collection    X 
 -Benefits  X   
 -General and Admin  X   
 - Advertising X    
 - Property Taxes  X  X  

 
Assignment of Investments and Associated Reserves to Non-regulated Services 

 
Allband Communications Cooperative maintains accounts for assets associated with non-
regulated operations.  Allband Multimedia LLC does not own or account directly for any 
facilities.  Receivable/payable accounts are maintained to record amounts billed and 
received by Allband Communications Cooperative from Allband Multimedia that are 
associated with non-regulated services.  Below are the accounts that Allband 
Communications Cooperative maintains for investments pertaining to non-regulated 
services and operations: 
 

 Account 1402.1 - Non-regulated Investment – Accumulated Affiliate 
Earnings 

 
  Account 1190.3 - Non-regulated Investment – Accounts Receivable 
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 Account 4000.05 - Non-regulated Investment – Accounts Payable  

 
 Account 7365.1 - Non-regulated Investment – Equity Income/Loss 

 
General support facility investments that are jointly used to provide both regulated and 
non-regulated services, including related reserves, attributable to non-regulated Services 
are allocated in the annual cost study process as indicated in Table 2:  
 

Table 2 – Investment/Reserve Non-regulated Allocation Methods 
Account Description Allocation Method 
2111 Land  Special Study 
2112 Motor Vehicles Time Study 
2114 Other Work Equipment Time Study 
2121 Buildings Special Study 
2123 Office Equipment Time Study 
2124 General Purpose Computers Time Study 

 
A sample of the allocation of the other investments, shown in Table 2, to non-regulated 
services is included in Exhibit 2.  All other general support investments are allocated 
based on time studies.   Motor vehicle investments are assigned based on time studies for 
management and outside field employees.   Tools and other work equipment investments 
are assigned based on time reporting for outside field employees.  Office equipment, and 
general-purpose computer investments are assigned based on time reporting for 
inside/office employees.  As shown in Exhibit 2, and as discussed in further detail below, 
other costs that are applicable to general support facilities investments (i.e., maintenance 
and depreciation are allocated to non-regulated services based on the assignment of the 
related investment accounts. 

 
Assignment of Expenses to Non-regulated Services 

 
Allband Communications Cooperative has implemented accounting processes that 
directly identifies and accounts for the majority of non-regulated expenses.  For goods 
and services attributable to non-regulated services that are invoiced, such as inventory 
purchases or vendor billings, the related costs are moved into an Allband Multimedia 
receivable account (see account below) on Allband Communications Cooperative’s 
records.  The expenses related to such purchases are recorded in Allband Multimedia’s 
expense accounts.  Purchases are recorded as a payable to Allband Communications 
Cooperative (see below) on Allband Multimedia’s records.   Labor-related expenses are 
directly accounted for based on time reporting of employees that are involved with the 
provisioning and/or administration of non-regulated services.  Benefit costs and certain 
overheads are assigned to non-regulated services based on the associated payroll wages.  
Allband Communications Cooperative utilizes clearing accounts for assignment of such 
costs. 

 Account 1190.3 – Allband Multimedia – Accounts Receivable 
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 Account 4000.05 – Allband Communications Cooperative – Accounts 
Payable 

 
Allband Multimedia, LLC is a wholly owned subsidiary of Allband Communications 
Cooperative.  When a parent company either directly or indirectly controls majority 
interest of the subsidiary, consolidated financial statements must be presented.  When 
creating consolidated financial statements, elimination entries are required to move the 
effects of inter-company transactions.  See an example of consolidated financial 
statements as Exhibit 3.  In the consolidated financial statements, all Allband Multimedia 
expenses and revenues are recorded in non-regulated accounts in the consolidated 
financial statements and inter-company payables and receivables are cleared, combining 
net income and losses. 

 
Description of Time Reporting and Allocation System Used by Allband 

Communications Cooperative to Directly Account for Labor-Related Non-
Regulated Costs. 

 
Allband Communications Cooperative has implemented and maintains a time-reporting 
system to capture labor-related costs associated with providing non-regulated services. 
The time reporting and accounting processes implemented by Allband Communications 
Cooperative captures the payroll and other costs that are assigned to non-regulated 
services.   This system captures both the non-regulated costs within Allband 
Communications Cooperative and also those associated with services provided to 
Allband Multimedia.  The following labor related costs for non-regulated services 
provided by Allband Communications Cooperative are captured or assigned based on the 
time reporting process: 
 

o Gross payroll costs 
 
o Benefit Costs (Social Security, health insurance, pension, and Other benefits) 

 
o Motor vehicle expenses 

 
o Other work equipment expenses 

 
o Allband Communications Cooperative employees, including administrative and 

management personnel, prepare time sheets that account for the amount of time 
the employee has spent on non-regulated services.  Plant or Field Technicians 
prepare time sheets on a daily basis.   An example of this time sheet is included as 
Exhibit 4. Once the daily time sheets are turned into management, the Operations 
Manager enters the daily time sheet data into a weekly account summary sheet.  
An example of the weekly account time sheet is included as Exhibit 5.  On a 
quarterly basis, the Controller enters the weekly time sheet data in a quarterly 
summary for each employee and totals the accounts in a quarterly summary sheet.  
Examples of both sheets are included as Exhibit 6.  The time sheets indicate 
appropriate accounts that identify regulated and non-regulated functions 
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attributable to work functions performed by Allband Communication 
Cooperative’s employees.  For each employee, the gross salary and wages are 
assigned to non-regulated services based on the respective amount of work hours 
spent on non-regulated services.   Non-productive time (vacation, sick time, etc.) 
is separately assigned to Allband Communication Cooperative’s regulated 
accounts on a per employee basis based on hours worked or payroll hours.   In 
addition to gross payroll costs, payroll taxes (FICA and unemployment), benefits 
and overheads (motor vehicle expenses and other work equipment) are assigned 
to both regulated and non-regulated accounts.   These distributions are also based 
on payroll hours. 

 
Other Allband Communications Cooperative Non-regulated Expense Allocations 

and Assignments 
 
General support expenses attributable to Non-regulated Services are allocated in the 
annual cost study process as indicated in Table 3:  
 

Table 3 – Investment/Reserve Non-regulated Allocation Methods 
Account Description Allocation Method 
6561 Depreciation Expense - Buildings Building Investment 
6561 Depreciation Expense - Motor 

Vehicles 
Motor Vehicle 
Investment 

6561 Depreciation Expense – Tools and 
Other Work Equipment 

Tools and Other Work 
Equipment Investment 

6561 Depreciation Expense - Furniture Furniture Investment 
6561 Depreciation Expense – Office 

Equipment 
Office Equipment 
Investment 

6561 Depreciation Expense – General 
Purpose Computers 

Computer Investment 

6121 Land & Building Expense Building Investment 
6122 Furniture Expense Furniture Investment 
6123 Office Equipment Expense Office Equipment 

Investment 
6124 Computer Expense Computer Investment 
7240.3 Other Taxes – Property Investment 

 
 
A sample of the allocation of the other expenses, shown in Table 3, to non-regulated 
services is included in Exhibit 2.   As indicated in the above table, the depreciation and 
facility related expenses are allocated to non-regulated services based on the percentage 
assignment of the related investment accounts to non-regulated services. 
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EXHIBIT 1 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

ALLBAND COMMUNICATIONS COOPERATIVE AND  
ALLBAND MULTIMEDIA, LLC 

 
 

AFFILIATE AGREEMENT FOR THE FURNISHING OF SERVICES 
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EXHIBIT 2 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ALLBAND COMMUNICATIONS COOPERATIVE 
 

EXAMPLE OF NON-REGULATED ALLOCATION OF GENERAL SUPPORT 
ASSETS, RESERVES AND EXPENSES 
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EXHIBIT 3 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ALLBAND COMMUNICATIONS COOPERATIVE 
 

EXAMPLE OF CONSOLIDATED BALANCE SHEET 
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EXHIBIT 4 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ALLBAND COMMUNICATIONS COOPERATIVE 
 

FIELD TECHNICIAN DAILY TIME SHEET 



Job

Time	  Log

Date 	  Work	  PrefromedTime	  Logged
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EXHIBIT 5 
 
 
 
 
 
 
 
 
 
 
 
 
 

ALLBAND COMMUNICATIONS COOPERATIVE 
 

 
WEEKLY SEPERATIONS TIME SHEET 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Week Ending 

Acct Description Sun M Tu W Th F Sat Total
623200 Circuit Equipment Expense
623201 Circuit Equipment-Subscriber
623202 Circuit Equipment - Trunk

642200 Fiber Optic Cable Expense
642300 Buried Cable Expense
642310 Buried Drop Expense
642311 Conduit System
791102 Customer Premise Work (non-reg)

621200 Digital Electronic Switching Expense
636201 Network Monitoring
653200 Network Administration Expense
612400 General Purpose Computers Expense

612100 Land and Building Expense
611400 Other Work Equipment Expense
611200 Motor Vehicle Expense
612300 Office Equipment Expense

662300 Customer Service Expense
662301   - Directory
662302   - Payment and Collection
662303   - Billing Inquiry
662304   - Service Order
662305   - Other Regulated
791101   - Non-regulated (LD, Internet, VMail)
662200 Number Service Expense

653500 Engineering Expense
653501 Work Orders
653400 Plant Operation Admin Expense
661300 Advertising Expense

672500 Legal Expense
672100 Accounting and Finance Expense
672000 General and Admin Expense
671100 Executive Expense
671101   - Regulated Services
671102   - Non-regulated Services

Employee signature

Payroll Timesheet Total

Payroll Timesheet 
Allband Communications Cooperative

Approved
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EXHIBIT 6 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ALLBAND COMMUNICATIONS COOPERATIVE 
 

 
QUARTERLY SEPERATIONS TIME SHEET - EMPLOYEE  

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  
 



Quarter Ending: 

Acct Description Name Name Name Name Name Name Name Name Name
623200 Circuit Equipment Expense
623201 Circuit Equipment-Subscriber
623202 Circuit Equipment - Trunk

642200 Fiber Optic Cable Expense
642300 Buried Cable Expense
642310 Buried Drop Expense
642311 Conduit System
791102 Customer Premise Work (non-reg)

621200 Digital Electronic Switching Expense
636201 Network Monitoring
653200 Network Administration Expense
612400 General Purpose Computers Expense

612100 Land and Building Expense
611400 Other Work Equipment Expense
611200 Motor Vehicle Expense
612300 Office Equipment Expense

662300 Customer Service Expense
662301   - Directory
662302   - Payment and Collection
662303   - Billing Inquiry
662304   - Service Order
662305   - Other Regulated
791101   - Non-regulated (LD, Internet, VMail)
662200 Number Service Expense

653500 Engineering Expense
653501 Work Orders
653400 Plant Operation Admin Expense
661300 Advertising Expense

672500 Legal Expense
672100 Accounting and Finance Expense
672000 General and Admin Expense
671100 Executive Expense
671101   - Regulated Services
671102   - Non-regulated Services AMM

0 0 0 0 0 0 0 0 0

Allband Communications Cooperative
Quarterly Recap of Payroll 

Payroll Timesheet Total
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EXHIBIT 7 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

ALLBAND COMMUNICATIONS COOPERATIVE 
 

 
QUARTERLY SEPERATIONS TIME SHEET - SUMMARY  

 



Quarter Ending December 31, 2010

Acct Description 10/1 10/15 10/29 11/12 11/26 12/10 12/24 Total
623200 Circuit Equipment Expense 0
623201 Circuit Equipment-Subscriber 0
623202 Circuit Equipment - Trunk 0

642200 Fiber Optic Cable Expense 0
642300 Buried Cable Expense 0
642310 Buried Drop Expense 0
642311 Conduit System 0
791102 Customer Premise Work (non-reg) 0

621200 Digital Electronic Switching Expense 0
636201 Network Monitoring 0
653200 Network Administration Expense 0
612400 General Purpose Computers Expense 0

612100 Land and Building Expense 0
611400 Other Work Equipment Expense 0
611200 Motor Vehicle Expense 0
612300 Office Equipment Expense 0

662300 Customer Service Expense 0
662301   - Directory 0
662302   - Payment and Collection 0
662303   - Billing Inquiry 0
662304   - Service Order 0
662305   - Other Regulated 0
791101   - Non-regulated (LD, Internet, VMail) 0
662200 Number Service Expense 0

653500 Engineering Expense 0
653501 Work Orders 0
653400 Plant Operation Admin Expense 0
661300 Advertising Expense 0

672500 Legal Expense 0
672100 Accounting and Finance Expense 0
672000 General and Admin Expense 0
671100 Executive Expense 0
671101   - Regulated Services 0
671102   - Non-regulated Services AMM 0

0 0 0 0 0 0 0

Employee signature

Allband Communications Cooperative
Payroll Timesheet 

Payroll Timesheet Total

Approved
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